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Charges for shipping are gross receipts subject to ROT when they are part of the selling price
of the tangible personal property being sold.    See, 86 Ill. Adm. Code 130.415. (This is a GIL.)

May 15, 2002

Dear Xxxxx:

This letter is in response to your letter dated April 2, 2002 PERSON.    She has asked that we
respond to your inquiry.   The nature of your letter and the information you have provided require that
we respond with a General Information Letter, which is designed to provide general information, is not
a statement of Department policy and is not binding on the Department.  See 2 Ill. Adm. Code
1200.120 subsections (b) and (c), which can be found on the Department's Internet website located
at: http://www.revenue.state.il.us/Laws/regs/part1200/.

In your letter, you have stated and made inquiry as follows:

PER THE ADVICE OF PERSON I WOULD LIKE TO REQUEST A PRIVATE LETTER
RULING BASED ON THE EXAMPLE AS SET FORTH IN MY LETTER TO PERSON
DATED MARCH 7, 2002.

Your letter of March 7, 2002, states as follows:

I WAS PLEASED TO RECEIVE YOUR REPLY TO MY LETTER OF FEBRUARY 26,
2002.

COULD YOU CLARIFY THE FOLLOWING EXAMPLE?

COMPANY X IS A MAIL ORDER CATALOG COMPANY BASED IN CITY/STATE.
COMPANY X ALSO HAS RETAIL STORES IN ILLINOIS. CATALOG ITEMS ARE
ORDERED FROM, AND SHIPPED IN FROM A WAREHOUSE IN STATE.

CUSTOMERS ORDER FROM A CATALOG, BY MAIL, WHICH LISTS ITEM PRICED
WITHOUT SHIPPING AND HANDLING CHARGES. ITEMS ARE LISTED AND
TOTALED SEPARATELY. THEN A SHIPPING AND HANDLING CHARGE IS ADDED
BASED ON THE TOTAL AMOUNT OF THE ITEMS PURCHASED. FINALLY, ILLINOIS
STATE SALES TAXED IS COMPUTED BASED ON THIS GRAND TOTAL.

FROM MY UNDERSTANDING OF YOUR LETTER, THESE SHIPPING AND
HANDLING CHARGES ARE ‘SEPARATE FROM THE PURCHASE PRICE’ AND ARE
NOT SUBJECT TO ILLINOIS RETAIL SALES TAX. IS THIS CORRECT?

DEPARTMENT’S RESPONSE:

For your information and reference please find enclosed a copy of the Department’s regulation
on treatment of transportation and delivery charges under the Retailers’ Occupation Tax Act, 86 Ill.



Adm. Code 130.415.   As you can see from the regulation, transportation and delivery charges, also
designated as shipping and handling charges, are not taxable if it can be shown that the charges are
separately contracted for and the charges are actually reflective of the costs of shipping.   To the
extent the transportation and delivery charges exceed the costs of shipping, the charges will be
subject to tax.   Without a copy of the invoice referenced in your letter and specific information
regarding how those shipping and handling charges are computed, we cannot provide you with a
more specific answer regarding the transaction described in your letter.

As noted in subsection (d) of Section 130.415, if the seller and the buyer agree upon the
transportation or delivery charges separately from the selling price of the tangible personal property
which is sold, then the cost of the transportation or delivery service is not a part of the "selling price"
of the tangible personal property personal property which is sold, but instead is a service charge,
separately contracted for, and need not be included in the figure upon which the seller computes his
Retailers' Occupation Tax liability.   Delivery charges are deemed to be agreed upon separately from
the selling price of the tangible personal property being sold so long as the seller requires a separate
charge for delivery and so long as the charges designated as transportation or delivery or shipping
and handling are actually reflective of the costs of such shipping, transportation or delivery.   To the
extent that such charges exceed the costs of shipping, transportation or delivery, the charges are
subject to tax.   Based on the information contained in your letter, we cannot determine if the shipping
and handling charges exceeded the costs of shipping of the items from STATE.

The best evidence that transportation or delivery charges were agreed to separately and apart
from the selling price, is a separate and distinct contract for transportation or delivery.    However,
documentation which demonstrates that the purchaser had the option of taking delivery of the
property, at the seller's location, for the agreed purchase price, or having delivery made by the seller
for the agreed purchase price, plus an ascertained or ascertainable delivery charge, will suffice.

If you believe that a retailer is improperly charging you tax, you can send this information to
PERSON and she can forwarded it to the Department’s Audit Division for investigation.

I hope this information is helpful.  The Department of Revenue maintains a website, which can
be accessed at www.revenue.state.il.us.  If you have further questions related to the Illinois sales tax
laws, please contact the Department's Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter Ruling regarding your
factual situation, please submit all of the information set out in items 1 through 8 of Section
1200.110(b) described above.

Very truly yours,

Terry D. Charlton
Associate Counsel

TDC:msk
Enc.


